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KEY E MIC INDICATOR 
(in millions of U.S. dollars unless noted) 


AL YEAR END DECEMBER 31 


Domestic Economy 
Population (thousand) 
Population growth (%) 
GDP in current dollars 
GDP growth rate (%) , ; 
Per capita GDP, current dollars J 1,653.0 
Consumer Price Index 
(% change) : 8.1 


Production and Employment 
Labor Force (thousand) 
Unemployment rate (%) 
Industrial production 

index (1986=100) 
Government deficit 
Government deficit/GDP (%) 


Balance of Payments 

Exports f.o.b. 

Imports c.i.f 

Trade balance 

Current account balance 

Foreign debt/GDP (%) 

Foreign exchange reserves 

Average exchange rate 
FJD = USDI 


U.S. - Fiji Trade 

U.S. exports to Fiji 

U.S. imports from Fiji 24.0 34.3 
Bilateral trade balance 7.6 10.9 
U.S. share of Fiji 

imports (%) 5.6 é 5.4 
U.S. share of Fiji 


exports (%) 5.8 9.5 3.3 


Principal U.S. exports (1990): industrial machinery, manufactured goods and chemicals 
Principal U.S. imports (1990): sugar, garments and processed goods 


SOURCES: Bureau of Statistics, Reserve Bank of Fiji and Embassy projections. 





SUMMARY 


The Fiji economy continued to grow at a significant pace in 1990 following a strong recovery 
in 1989. Real GDP growth for 1990 has been estimated at 5.3 percent, mainly owing to 
strong performances in tourism and manufacturing. Inflation rose moderately reflecting 
adjustments to some administered prices and the effects brought about by recent increases in 
oil prices. Economic growth in 1991 is expected to slow as the result of the Middle East 
crisis, falling world prices of certain export commodities, and cutbacks in key export market 
arrangements. 


Fiji exports for 1990 totaled US$527.0 million, 21 percent higher than the 1989 figure. Of 
total exports, domestic products amounted to US$454.5 million, of which sugar contributed 
US$168.3 million. Despite the impressive performance by the export-oriented garment 
industry, the current account moved into deficit, reflecting a larger-than-normal import bill. 
Fiji’s imports for 1990 totaled US$700.4 million, mainly because of the rise in fuel prices. 
Fuel imports increased by 23.4 percent over 1989. However, with sizeable long-term private 
capital inflows, the overall balance of payments remained in surplus, and gross official 
reserves were maintained at a comfortable level. 


The economic achievements in the past two years result from prudent efforts by the interim 
administration through a number of economic reform measures now already in place. The 
shift in policy was initiated in 1988 in the wake of economic stagnation following the 
political events of 1987. 


Economic reforms were directed towards the promotion of a competitive economic 
environment and revival of private sector investment, paving the way to an export-led 
economy. Deregulation and reduced public sector involvement are key elements in the 
interim administration’s strategy to achieve growth and expand employment opportunities. 


U.S. exports to Fiji increased in 1990 from US$31.6 million to US$92.9 million. This 
unprecedented growth is a result of the importation of a Boeing 767 aircraft by Fiji’s airline, 
Air Pacific. This significant surplus in the bilateral trade balance will narrow in 1991, but 
the United States should be able to maintain its position as one of the major suppliers of 
Fiji’s imports. 


The United States was Fiji’s third largest supplier in 1990 (fifth in 1989) and fourth largest 
market for Fijian exports. The change in the overall strategy toward an export-led economy 
and moves towards deregulation have expanded opportunities for U.S. exporters. Leading 
sales prospects are industrial and agricultural machinery, agricultural chemicals, computers 
and peripherals and other manufactured goods. 


CURRENT ECONOMIC SITUATION AND TRENDS 


The satisfactory performance of the Fiji economy continued into 1990 after it peaked in 1989 
at 12.6 percent. It is estimated that real GDP growth in 1990 was 5.3 percent. Economic 
growth is expected to grow at a slower pace in 1991 due to the impact of the Gulf crisis and 
resulting uncertainties in the export sector. 
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Sugar production rose to 461,000 tons in 1989 after setbacks experienced during the political 
events of 1987 and deterioration in sugar content in 1988 as a result of drought conditions. 
Production for 1990 is expected to remain the same as 1989 and is forecast to reach 470,000 
tons in 1991. The failure of the industry to increase production in 1990 is attributed to 
dispute between growers and the Fiji Sugar Corporation, which delayed onset of the 1990 
harvest, as well as production problems in the mills and above average rainfall. Export 
earnings from sugar reached US$143.4 million in 1989 and were expected to increase to 
US$168.3 million in 1990. Sugar contributes around 14 percent of the GDP, 19 percent of 
total foreign exchange earnings and is a major employment sector. 


The tourism industry continued to expand. Tourist arrivals exceeded 250,000 in 1989 and 
273,000 in 1990. Gross foreign exchange earnings from tourism replaced sugar as Fiji’s 
major foreign exchanged earner, rising to US$192.4 million in 1989. Earnings for 1990 are 
expected to reach US$220.7 million. Tourist arrivals were expected to increase to 190,000 
in 1991 with gross earnings projected at US$258.5 million; however, fuel prices and the 
effect of the Gulf crisis introduce an element of uncertainty to this projection. The 
development of the Denarau project in Nadi (Western Viti Levu), which will include three 
major international hotel properties, and the recent opening of several small up-market 
resorts reflect the optimism the Fiji Government places in the tourist sector. With the 
acquisition of a new long-haul Boeing 767 aircraft, Air Pacific is introducing a second 
weekly flight to Japan, which is Fiji’s fastest growing tourist market. Fiji expects to 


continue to draw the majority of its visitors from Australia, despite Australia’s current 
recession. 


South-bound flights originating from North America have been cut back with the 
announcement by Canadian Airlines that it would withdraw services to the Pacific and that its 
future flights would terminate in Honolulu. This will affect the flow of visitors to Fiji 
despite arrangements negotiated with Qantas and Air New Zealand, which continue to 
monopolize the Honolulu/Nadi sector. 


The establishment in 1987 of tax free factories and zones has had a favorable impact on 
exporting particularly the export of garments. Gross export receipts from garments increased 
to US$69.6 million in 1989 from US$20.7 million in 1988 and US$6.2 million in 1987. The 
rate of expansion has slowed, but total receipts for 1990 amounted to US$109.9 million. 
Because of setbacks in trading arrangements with several export markets, the garment 
industry will experience a slowdown in export earnings in 1991. Australia recently 
announced a significant cut in Fiji’s textile quotas. 


At the end of 1989, the annual average inflation rate had fallen to 6.1 percent from 
11.9 percent in 1988. The average rate of inflation was around 6.0 percent during the first 
nine months of 1990, with an original forecast of 7.0 percent at the end of the year. 


Increases in oil prices precipitated by the Gulf crisis pushed inflation to 8.1 percent at the 
end of December 1990. 


The total number of paid employees increased by 13 percent between 1987 and 1989. Total 
paid employment at the end of June 1990 was estimated at around 89,000 persons. Major 
increases in paid employment have been recorded in the manufacturing sector since the 
establishment of tax free zones and factories, particularly in the first half of 1990. 
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Fiji’s foreign reserves came under severe strain in 1987 and fell to US$130.8 million. The 
situation improved in the first six months of 1988, permitting the relaxation of exchange 
controls imposed the previous year. At the end of 1989, gross foreign reserves reached 
US$207.2 million. Foreign reserves were forecast at around US$255 million, or the 
equivalent of 4.6 months of imports, at the end of 1990. 


The increase in foreign reserves in 1988 and early 1989 resulted in an increase in 
commercial banks’ liquidity and low interest rates. The Reserve Bank of Fiji (RBF) 
absorbed this excess liquidity with the issuance of RBF Bank notes for maturities between 
three months and two years, resulting in an upward movement of interest rates. 


There has been some real appreciation of the exchange rate of the Fijian dollar. The 
exchange rate of the Fiji dollar is pegged to a weighted basket of currencies of its five major 
trading partners. During the past year, the Fijian dollar strengthened by 5.7 percent against 
the Australian dollar; 5.3 percent against the New Zealand dollar and 0.8 percent against the 
U.S. dollar. This increase in purchasing power has resulted in the fall per unit cost of 
imported merchandise from these three countries. 


The Fiji Government’s commitment to an economy geared to policies of enhanced exports 
and deregulation featured as key elements of the 1991 budget. Other measures included 
further reforms in the taxation system and continued restraint in government expenditure. 
The operation and capital budget for 1991 estimated a deficit of 0.3 percent of GDP. The 
deficit was expected to be around 1.5 percent of GDP at the end of 1990. 


Import duties on a wide range of domestically produced goods have been reduced, and, 
except for selected agro-based products, all manufactured and agricultural goods have been 
exempted from import license control. 


Most tax reform measures aim to shift the emphasis of taxation from income and profits and 
international trade to domestic consumption. The government considers this move crucial for 
the revival of private investment. The Fiji Government has announced that it would 
implement a general sales tax in 1992 and at lower the number of income tax rates and 
alleviate the tax burden of those who are least able to pay. 


The budget also provided for a significant reduction in current expenditure and lending to 
public enterprises. The government has slated five statutory bodies for corporatization and a 
reduction in the military budget. 


One significant exception to overall policies of deregulation is the creation of Fiji National 
Petroleum Company Limited (FINAPECO), a government corporation that will control all 
Fijian refined petroleum imports. 
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IMPLICATIONS FOR THE UNITED STATES 


Deregulation of the economy, together with the government’s export-led growth strategy, 
permits the private sector to play a greater role in Fiji’s future growth and provides 
opportunities for U.S. companies to consider Fiji for an expansion in export sales. 


The leading sales prospects are in the area of industrial and agricultural machinery, 


computers and software, hotel equipment and supplies, chemicals, and other manufactured 
goods. 


The Fiji Government welcomes private foreign investment -- particularly that which provides 
new technology, opportunities for local equity participation and projects that utilize the 
country’s natural resources, providing employment, training and managerial skills. 


It is an opportune time for U.S. businesses to take advantage of joint venture opportunities in 
Fiji, both in the export sector and the hospitality industry. U.S. investors can utilize both 
the OPIC and Eximbank programs for projects in Fiji without undue restrictions stemming 
from foreign exchange regulations. 


Fiji has preferential access to Australian and New Zealand markets under the South Pacific 


Agreement of Regional Trade and Economic Co-operation Assistance (SPARTECA), to 
European markets under the Lome Agreement, and to the U.S., Canada, and Japanese 
markets under the Generalized System of Preferences (GSP). 


There are excellent opportunities in the service sector for management and technical 
consultants to participate in major government projects funded by multilateral development 
banks. Various opportunities appear from time to time for U.S. suppliers through tenders 
from corporate bodies and from U.N. agencies in the region. These range from agricultural 
equipment and supplies to air traffic control systems. 


* U.S. Government Printing Office : 1991 ~ 282-906/40010 
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